WTO, GATS and Financial Institutions
The General Agreement on Trade in Services (GATS) is among the World Trade Organization's (WTO) most important agreements. The accord, which came into force in January 1995, is the first and only set of multilateral rules covering international trade in services. It has been negotiated by the Governments themselves, and it sets the framework within which firms and individuals can operate. The GATS has two parts: the framework agreement containing the general rules and disciplines; and the national "schedules" which list individual countries' specific commitments on access to their domestic markets by foreign suppliers (WTO 2001) .
Nepal officially obtained the WTO membership on 23rd April, 2004 as 147th member. It was highly anticipated that Nepal's membership in such a rules-based trading regime would integrate national economy to the global mainstream and expand trade and market access opportunities, thereby is essential for expanding its trade opportunities, facilitating competition and absorbing knowledge. The attempt of obtaining the WTO membership due to Indo-Nepal trade dispute of 1989 and a passive observant period of the decade of 90s had materialized with high expectations of gaining a new momentum in Nepalese economy.
The realities of globalization, including innovative information and communication technologies, the market economy, new trade agreements, international mobility, and in particular the knowledge society, have been powerful forces of change for many sectors (Knight, 2007) .
The World Trade Organization (WTO) deals with the rules of trade between nations at a global or near global level. It is an organization for liberalizing trade and a forum for governments to negotiate trade agreements and to settle trade arguments. It also operates a system of trade rules.
Following a rule based trading regime was supposed to ensure domestic policy stability and enhance institutional capabilities that help increase productivity, foreign direct investment and exposure to new technologies (Bhatta, 2006) . Panta (2006) maintains that all branches of economic activity today are fundamentally dependent on access to financial services. In fact, it is the diversified intermediation and risk management services of the financial system which have made possible the development of modern economies. A healthy and stable financial system, underpinned by sound macroeconomic management and prudential regulation, is an essential ingredient for sustained growth. Conversely, macroeconomic instability emanating from weaknesses in the financial sector can undermine the process of development. The continuing globalization of economic activity, and the challenge of attracting productive investments in a competitive international environment, accentuates the need to maintain a healthy and efficient financial sector.
Both Bhatta and Panta (2006) A financial service is any service of a financial nature offered by a financial service supplier of a member. Financial services include all insurance and insurance related services, and all banking and other financial services. Opening this section brings both positive and negative impacts on the sector itself and to the whole economy. Hence, opening the FSS, under WTO provision, brings both opportunities and challenges. As some economists call FSS is the 'brain of the economy' and host of others accept it as 'engine of growth'. FSS is important for the economy as a whole since it allows financial transfer and payments. In other words a healthy and stable Financial Service Sector is essential for sustainable economic growth. (Maskay, Bhatt and Panta; . Unhealthy FSS can create the problem in this sector which will harm not only in this sector but as a whole economy and sometimes, even the region (Malakar 2007) . Under the Nepalese commitment on WTO, the Nepalese FSS has already opened fully by 2010 only. Under the commitment, the foreign banks are allowed to establish their branches in Nepal for whole sale banking. Opening the sector implies free entry or exit of foreign bank branches into Nepalese financial market. Entry of the foreign bank branches implies the entry of the new technology and latest experiences, by which the whole economic agents can enjoy better services in lower cost. But if once the crisis occurs in FSS then the foreign owned banks do not help to reduce the impact of banking crisis but in some cases it makes the crisis worst (Blejer, 2006) .
Internationalization of FSS is open to both problems and prospects. Though no foreign bank or financial institution has entered in the Nepalese soil through this provision but legally the way is paved for them to enter here. Definitely, no foreign financial institution will be here when there is limited market prospects as of today but once the Nepalese economy takes a higher gear and new avenues of investment are open, the presence of such institutions is obvious. The possibility of such institutions is even prosperous in Nepal since the current financial status clearly indicates that Nepal is bound to depend on foreign financial and technical aids for an uncertain period of future. In such a ground reality, it would be prudent that we take necessary initiatives that help up reap the benefits of this unstoppable trend of liberalization.
Basu (2008) in his work paper mentions that there are important, not to mention, controversial, studies to assess the impact of WTO membership on trade benefits enjoyed by countries and its role in providing critical impetus to economic activities. The WTO as a rule-making multilateral world body ought to deliver meaningful benefits. However, given the differential level of economic development and domestic absorption capacity of many of acceding countries, the adjustment needs to be country specific to reduce unwanted costs arising during the process. Similar opinion has been expressed regarding the preparedness of a specific country by Subedi (2007) as well. Hence, the analysis of WTO accession should be broadened to include issues related to a broader economic policies and institutional structures and dimensions.
Pros and Cons of FSS Enactment
Since, Nepalese Financial market just opened fully in 2010 and the financial service sector influence has not been assessed systematically since no direct entry of foreign financial institutions has happened yet. In this context the impact is rather to be anticipated. Internationalization of FSS can bring both positive and negative impacts to this sector and to the whole economy. The following texts shall attempt to analyze some possible positive and negative impacts of the internationalization of FSS. Even though this predicative claim might not be in execution as stated here, it will certainly prove handy in preparing the Nepalese financial institution to be capable to compete in the global standard.
Pros:
Internationalization of FSS allows more stable sources of funds; it can help countries build more robust and efficient financial systems by introducing international practices and standards. It will help to improving the quality, efficiency and breadth of domestic financial institutions as well. Openness helps to increase competitiveness and in turn the economic growth (Malakar, 2007) . Some of the positive impacts of opening the FSS can be enlisted as follows:
• Access to international capital market • Enhanced competition causing the capacity growth • Increased investment and decreased capital cost • Access to international financial market • Improved Balance of Payment (BoP)
• Possibility of emerging as financial center facilitating both India and China
Cons:
Experiences of other countries show that the financial distress is very harmful not for this sector only but the whole economy. In the present context of globalization, the economy is more open hence the financial crisis of an economy transfers more speedily and quickly to other economies, for example, the East Asian Financial Crisis in 1997. The crisis originated from the problem in banking, but most of the east Asian countries (except Singapore) were worst hit by the crisis, hence the positive impact of liberalization of FSS brings many negative impacts as well (Malakar, 2007) . Some of the negative impacts are as follows: The existing dual exchange system and its demerits are to be addressed immediately. The professional growth of the FIs is another area to be observed appropriately so that the political issues have limited impact in their functioning. Moreover, the FIs are to be prepared to accommodate change and even be capable to innovate change through remarkable investment on research and development. The ongoing debate about the policies about the provision of opening the commercial and development banks and the issues related to it are to be settled for forever. The proposed task of merger and acquisition has to be materialized so that the FIs can enhance their coverage, network and reach to the people in every spare of life. The concern for the moment should be to uplift the capacity and be prepared for the service delivery that is of the international standard. In a nutshell, there are four major concerns to be addressed so as to take the maximum benefits from the FSS enactment. Recasting policies and making those of the global standard should be the first concern the regulatory bodies such as Ministry of Finance, Central Bank and the rest. Another concern should be to enhance the technical capabilities and make it absolutely friendly to the ICT based environment and even train the customers for the same. At the policy level the matter of core concern is to take initiative to address the demand side of FSS rather than the supply side and it obviously requires a remarkable investment in research and development and finding the bottom reality. Likewise, enhancing the institutional capacities to that of global standard is undoubtedly the primary condition so as to compete with the possible entry of the FIs of global standard.
